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ABSTRACT 
The objective of this study is to look at the challenges and 
responses of Cheung Kong (Holdings) Limited in the coming present 
decade _ the 1990,s - as well as to devise a competitive strategy for 
the company in view of the present environmental conditions. 
Chapter 1 gives a basic introductory analysis of Cheung Kong, 
its p r o d u c t s and its c o m p e t i t o r s , i n c l u d i n g an a n a l y s i s of the 
strengths and weaknesses of the company. Chapter II studies the 
present private housing market situation as well as the competitive 
strategies adopted by rival firms. In Chapter III, a detailed study 
is m a d e on the p u b l i c h o u s i n g s c e n e r i o , r e s u l t i n g in t h e 
identification of an unserved market niche. 
In order to formulate marketing strategies for the new market 
segment, the following researches have been done. A market survey has 
been done to study the buyer behaviour of this market segment, the 
results of which are recorded in Appendix I. The marketing strategies 
of Sceneway Garden, a large-scale development of Cheung Kong, is 
studied, with the findings out lined in Appendix II. Based on the 
results of the above researches, a set of marketing strategies is 
proposed in Chapters IV and V. The last chapter provides a summary of 




TABLE OF CONTENTS 
ABSTRACT U 
TABLE OF CONTENTS M 
LIST OF ILLUSTRATIONS IV 
ACKNOWLEDGEMENT • • . V 
Chapter 
I. THE COMPANY, ITS PRODUCTS AND ITS COMPETITORS 1 
1 
Company Profile 
Corporate Culture and Company Philosophy ^ 
Organization Structure ^ 
Property Development vs Property Investment 4 
Process of Property Development ^ 
-Classification of Competitors • • . ® 
z Strengths and Weaknesses of Cheung Kong 10 
1 o 
II. MARKET PROFILE 丄^  
The Building Industry Development 12 
Building Types 
Profit Contribution ^^ 
Market Structure Characteristics 17 
Competitive Strategy of Rival Firms 19 
III. IDENTIFICATION OF THE UNSERVED MARKET NICHE 20 
Public Housing Scenerio 20 
Rental • • 21 
HOS/PSPS 22 
Supply and Demand of Public Housing 23 
The Cost-Focus Approach 24 
Consumer Profile 25 
Objective 
Sampling Method • 
Observation • • • 26 
% 
IV. COST-FOCUS STRATEGY 27 
Cost and Price Analysis 27 
Acquisition of Land 29 
V. MARKETING STRATEGY 30 
Product Strategy 30 




Pricing Strategy 33 
Markup Pricing 33 
Reduction in Construction Cost . 33 
Incremental Pricing Strategy 35 
Distribution Strategy 35 
Improvement in Existing Distribution Channels . . . . 36 
Creation of District Sales Office 36 
Promotion Strategy 37 





LIST OF ILLUSTRATIONS 
Figure 
1.1 Group Turnover and Profit Contribution 2 
1.2 Organization Structure 3 
2.1 Sales Volume Distribution (by Value) 13 
2.2 Sub-sectors of Residential Market 14 
2.3 Residential Units Output • 14 
2.4 Residential Units Price Level 16 
. 2.5 Profit Contribution Distribution (by Sub-sector) . • • 16 
2.6 Market Share Distribution of the Major Developers . • • 17 
3.1 Comparison of Production vs Housing Strategy Targets. . 24 
4.1 Construction Cost of Major Projects of Cheung Kong • • 28 
Al.l Sample of Questionaire ^^ 
AI.2 English Version of Questionaire 51 
AI.3 Purposes of Questiona in Questionaire 55 
A2.1 An 'Augmented Product, 62 
A2.2 Comprehensive Promotion Campaign of Sceneway Garden • • 64 
• . 
V 
A C K N O W L E D G E M E N T 
We are very grateful to Dr. Neil B. Holbert, Senior Lecturer in 
the Department of Marketing, Chinese University of Hong Kong for his 
supervision, guidance and help in the writing of this research report. 




THE COMPANY, ITS PRODUCT AND 
ITS COMPETITORS 
C o m p a n y P r o f i l e 
Cheung Kong (Holdings) Limited is among the great real estate 
developers of Hong Kong. The principal activities of the company are 
investment holding and project management. Its subsidiary companies 
are active in the fields of investment holding, property development, 
property investment and project and building management. 
It has faced the challenges of many decades as Hong Kong has 
faced the challenges of many decades, and now as the most crucial of 
a l l d e c a d e s - the 1 9 9 0 , s - is u p o n u s , it w i l l f i n d y e t n e w 
challenges, and hopefully new responses. To look at these challenges 
and responses is the basic burden of our paper. 
The g r o u p ' s t u r n o v e r by a c t i v i t i e s and t h e i r r e s p e c t i v e 
contribution to group profit for the year 1987 are as follows (figures 




Group Contribution to 
Turnover Group Profit 
Property Development 
including Property 
Joint Venture 2,112.6 687,0 
Rental 37.3 15.7 
Project and Building 
Management 31,5 24, 0 
Cement Operation 141. 7 o 
Investment Income 一 258.5 
Others “ 5.5 
— F ^ J U n — " 1 , 0 0 2 , 2 
^JZSZ^SZSSZ — — — — — 
Figure 1,1 Group Turnover and Profit Contribution' 
As can be seen in the above table, the largest sector of the 
company is property development and this is the area to be studied. 
C o r p o r a t e C u l t u r e a n d 
C o m p a n y Philosophjg 
The company was first incorporated in Hong Kong in June 1971 
under the name of Cheung Kong Real Estate Company Limited. The 
present name was adopted in August 1972 prior to an offer of 10.5 
million shares to the public in October the same year. The Directors 
and department heads are all very experienced and some of them have 
been working since the establishment of the company. During recent 
years, the company has continually been expanding and employs a young 
and energetic staff. The philosophy of the company is to provide high 
quality buildings and living environment for the public and the 
goodwill of the company is highly valued and emphasized. All these 
factors added together have created an image of a firm of great 
potential and flexibility, which has the ability to cope with the 
challenges of the future. 
1 • 
Cheung Kong (Holdings) Limited. Annual.Re^giit. 1987. 
« 
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O r g a n i z a t i o n S t r u c t u r e 
The o r g a n i z a t i o n a l s t r u c t u r e of the p r o p e r t y d e v e l o p m e n t 
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Figure 1,2 Organization Structure 
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The project management department consists of three inter-
related sections: 
1) •Project Section 
2) Quantity Surveying Section 
3) Mechanical and Electrical Engineering Section 
The three sections co-operate to manage all the projects of the 
company. (One of the authors is now working in the Project Section as 
one of the six project managers.) 
Moreover, the company has the following departments to assist 
the project management department in various aspects and during 
different stages of the development: 
1) Sales Department 
2) Management Department 
3) Legal Department 
4) Advertising Department 
5) Leasing Department 
6) Design Department 
P r o p e r t y D e v e l o p m e n t v s P r o p e r t y I n v e s t m e n t 
P r o p e r t y d e v e l o p m e n t in its p u r e s t s e n s e b e g i n s w i t h the 
acquistion of land, followed by planning, design and construction, and 





P r o p e r t y i n v e s t m e n t , on the o t h e r h a n d , is i n v e s t i n g in 
completed property for a recurrent rental income. It may begin with 
land a c q u i s t i o n , p l a n n i n g , e t c . as in the c a s e w i t h p r o p e r t y 
d e v e l o p m e n t , or it may take the form of a d i r e c t i n v e s t m e n t in 
completed projects. 
All major companies in this industry engage in both activities, 
but the balance in each one varies with the orientation and strategy 
of the individual companies. Whilst property development brings about 
rapid cashflow generation and quick return of capital, property 
investment produces recurrent income which protects the earnings of 
d e v e l o p e r s from the h e f t y s w i n g s c a u s e d by the c h a n g i n g m a r k e t 
c o n d i t i o n s as w e l l as the t i m i n g of the c o m p l e t i o n and sale of 
development projects by which time the profit or loss is to be brought 
to the books. 
P r o c e s s o f P r o p e r t y D e v e l o p m e n t 
The real estate development process involves combining land, 
improvements, financing, marketing and management into a product that 
satisfies market demand at an acceptable level of economic return. 
秦 
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In summary, the development process involves the following 
stages: 
1) Market Analysis 
2) Site Selection 
3) Project Design and Construction 
4) Financing 
5) Marketing and Management 
All the above stages are inter-related, i.e., weakness or 
failure of one aspect will affect the success or failure of the entire 
project. 
The following are some of the characteristics of residential 
real estate projects: 
1) Iramobiliity 
The product cannot be moved and the locality affects 
pricing. 丨： 
2) Durability 
The p r o d u c t can be a good s e c u r i t y for m o n e y and can 
appreciate or depreciate in value over the years. 
3) Heterogeneity 
The product is unique by means of its locality, facilities 
and c o n v e n i e n c e in i n f r a s t r u c t u r e . T h e r e are a l w a y s 





4) Capital Requirements 
There is a high dollar value and cost for a customer for a 
product. 
5) Satisfaction of Human Needs 
The product satisfies the basic needs of *shelter*, as well 
as other more intangible needs, e.g., *symbol of prestige 
and status'. 
6) Legal and Information Costs 
Costs of stamp duties and for obtaining information are 
usually necessary during acquisition of properties. 
7) Time Lag between Demand and Supply-
There is always a time lag between the date of decision to 
d e v e l o p a p r o j e c t and the d a t e of c o m p l e t i o n . T h i s 
constitutes one of the reasons for price fluctuation. 
8) Imperfect Market 
The p r o d u c t has a very i m p e r f e c t a m a r k e t due to the 
p r e s e n c e of s p e c u l a t o r s , t h a t i s , t h e r e m a y be an 
‘intermediate gap, between the seller and the ultimate 
buyer, the end-user, 
9) Variety of Constraints 
The product has a variety of constraints, e.g., physical 
limitations and legal constraints. 
10) Limited Resources 
The product usually has limited resources such as economic 




C l a s s i f i c a t i o n o f C o m p e t i t o r s 
Property development in Hong Kong is normally carried out in 
the form of m u l t i - s t o r e y d e v e l o p m e n t ; and indeed in * g r o u p e d 
development projects' because of the various physical and financial 
benefits. The financial commitment normally exceeds what individual 
end-users can afford, i.e., most need to take out a mortgage. Because 
of the vast amounts of money involved in building residential real 
estate in Hong Kong, there are but a limited number of competitors to 
Cheung Kong. In general, competitors can be classified into the 
following main groups. 
I n d i v i d u a l E n d - u s e r a s D e v e l o p e r s 
These are rich individuals who buy and sell properties under 
their own name. This is very risky and is rather uncommon nowadays. 
Even if t h e r e are still such c a s e s , the size and s c a l e of the 
properties on sale in this category would be rather small and do not 
constitute a major competitor for the company. 
S m a l l / M e d i u m S i z e D e v e l o p e r s 
These are developers who acquire relatively smaller plots of 
land, usually just large enough for one to two high rise tower blocks, 
or a group of 10 to 20 houses. These developers are very cost 
conscious, as their establishments are small and unable to assume 
high financial risks. Their objective is to profit from trends in 
property development and to acquire a share in the profits thus 
秦 
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g e n e r a t e d . T h e y n o r m a l l y do n o t e m p l o y t h e i r o w n i n - h o u s e 
professional staff, and they are likely to change their minds more 
often to adjust to the changing demand. Examples of these developers 
are Nan Fung Development Co. Ltd. and Lai Sun Property Development. 
T h e s e d e v e l o p e r s involve t h e m s e l v e s s u b s t a n t i a l l y in the 
construction of various types of residential developments. They have 
a special department with a full team of professionals assigned to 
look after their projects. They have a much longer-term property 
development planning horizon, and a greater prospenity to accept 
innovative ideas. As these deveJopers have a reputation to keep, they 
have a history of generally producing high quality buildings. In 
addition to Cheung Kong are New World Development Co. Ltd. , Sun Hung 
Kai Real Estate Agency Limited. 
G o v e r n m e n t I n c o r j p o r a t _ e d . i L m ? 丄 t i i M M j Q I i ^ 
These are developers incorporated under special ordinances with 
an intention to provide affordable housing to lower to middle income 
people. As a result, the construction cost per unit area is low and 
the flat size rarely exceeds 70 square metres (about 700 square feet). 
M o r e o v e r , the p r o j e c t is rather i n s e n s i t i v e to m a r k e t d e m a n d . 
Examples are the Land Development Corporation, the Hong Kong Housing 
Society. 
10 
G o v e r n m e n t 
The Housing Department has a very ambitious housing programme. 
However, the sites selected are often rather remote and government is 
not really a major competitor at present. 
g t , r e n ^ b h s a n d W e a k n e ^ 
耐 n compared with its competitors, Cheung Kong (Holdings) 
Limited has the following strengths and weaknesses: 
S t r e n g t h s 
A) Cheung Kong has the ability to obtain land at low premium costs, 
and hence the pricing of its products can become more competitive. 
B) It has built up a good reputation for its products over the past 
years. The general public is confident about the quality of 
apartments built by the company. 
C) It has good connections with various banks and hence can obtain 
good lending rates for the cashflow of its projects, making its 
products more competitive in terms of pricing. 
D) It uses good and experienced architects and consultants to design 
its projects, resulting in buildings of good quality welcomed by 
1 X 
the general public. 
秦 
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E) Due to the large scale of its projects, advantages can be gained 
by economies of scale, e.g., the bulk purchases of materials at a 
good price. 
F) Specialised Departments such as the Sales Department, the 
Advertising Department, the Legal Department, etc. are established 
to cater for different needs of property development in a 
sophisticated manner. 
G) Cheung Kong has a good project management team to control the 
timing and budget of its projects in order to achieve the maximum 
advantage during construction. 
W e a k n e s s e s 
A) Due to its large size, Cheung Kong has a very large overhead. 
B) Cheung Kong does not have its own in-house construction team, that 
is supervisory and administrative personnel. Thus, a lot of 
co-ordination and contract administration work has to be done by 
both the architect and the project manager. This again increases 
the overhead cost of the company. 
C) Cheung Kong has recently been involved in three large scale 
residential developments of rather similar nature. Thus, there 





C H A P T E R II 
M A R K E T P R O F I L E 
T h e B u i l d i n g I n d u s t r y 
P e v e l p _ p m e n t 
Hong Kong, with a meagre area of 1,068 square kilometres (about 
400 square miles) and 6 million population generates unrivalled high 
living densities. This unique characteristic has nurtured the rapid 
and s u s t a i n e d g r o w t h of p r o p e r t y d e v e l o p m e n t . In Hong K o n g , 
constantly changing economic and political conditions have led to 
cyclical peaks and recessions. 
Since World War II, Hong Kong had experienced dramatic economic 
expansion. The influx of refugees from Mainland China in the 1950,s 
brought both capital and human resources. In these early years, the 
economic foundation was established. After the 1967 riots, political 
stability was assured. Foreign investments thus surged and the 
economy took off. The residential property industry flourished in the 
1970's, rising to a peak in 1979 but slumped heavily in 1983 due to 
uncertainty about Hong Kong's political future. In recent years, 
this industry has regained momentum and is striding onwards at a 
steady pace. It is also noteworthy that the growth pattern has 
followed a long-run increasing secular trend. 
V. 
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By t i m e - s e r i e s a n a l y s i s and guided by both e m p i r i c a l and 
theoretical considerations, it is projected that the industry will 
e x p e r i e n c e c o n t i n u e d g r o w t h , rising to the next peak in 1 9 9 2 . 
Thereafter, the 1997 uncertainty will probably outweigh all favourable 
factors to impede general economic advancement. The property market 
will probably be affected and growth will slacken. Nevertheless, it 
is f o r c a s t t h a t the i n d u s t r y w i l l r e m a i n p r o f i t a b l e in t h e 
foreseeable future. 
There are four building types, categorised by function. In 
1990, the following statistics on building development were recorded. 
BuiMing. Tyj?e Area KJ^zJMue 
Residential 55% 63% 
Commercial 10% 
Industrial 27% 10% 




Commercial / Residential j 
VLy 
Fig, 2.1 Sales Volume Distribution (by Value) 
“ 1 Census & Statistics D e p a r t m e n t . 触 y 廷 i — f t l A ? 处 . 1990. 
"V 
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It is observed that the residential sector constitutes the 
major component in terms of both volume and value. The residential 
market can be further categorised into four subsectors； a product line 
differentiated by fiat size may be identified. 
Residential Product Differentiating 
Product Ran^e _ Attribute __jz__Jlnit_Sl^. 
large 120 sq, m, and above 
Medium I 90 sq. m. - 120 sq. m. 
Medium II 50 sq. m. - 90 sq. m. 
Small 30 sq, m, - 50 sq. m. 
Figure 2,2 Subsectors of Residential Market 
Output varies typically among the four categories. Statistical 
data indicate that smaller d o m e s t i c units r e p r e s e n t a d o m i n a n t 
percentage and its production is increasing at an increasing rate. 
Units 
Total Output^^ 
40 000- ^ 
^ S m a l l Units 
30 000 _ y / 
20 000 ‘ 
10 000 ‘ 
a o " “ J l J2 S 8485 86 5 7 » S S 90 Ul 
Figure 2.3 Residential Units Output^ 
i Jones Lang Wootton. HpjjgJ^QM. 1989. 
秦 
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PT'of i t Contribution 
Profit contribution is a function of both total output and 
price markup percentage. Markup is the added percentage to direct 
cost. The economic pricing theory postulates that price differentials 
between and among products should reflect their place in the overall 
product line and the spacing of price levels should be adjusted so 
that the firm's o b j e c t i v e p e r f o r m a n c e is m a x i m i z e d . The total 
contribution to overheads and profits will be maximized when the 
contribution from each item in the product line is chosen with respect 
to both its place and function in that product line and the extent of 
competition it faces on the market. As expected from this concept, 
the percentage markup or profit margin increases with the size of 
flats since the higher-end market segment will typically have higher 
income and thus their reservation prices will be higher as compared 
with the market of the lower-end products. 
Buoyed by the rising demand, price levels have escalated. The 
growth pattern during the recent 10-year period is presented in Figure 
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Fig, 2,4 Residential Units Price Level 
Overall contribution to profit mainly comes from the lower 
range products due to the large total output. Presently, for the 
typical developer, the percentage contribution of the lower end 
products amounts to 60%. 
y\Large 
/ Medium / \ \ 
-J Sma/f I 
\ Medium II j 
Figure 2.5 Profit Contribution Distribution 








The property market is an oligopolistic structure. Market 
concentration is significant. The major sellers, listed in decreasing 
order of average yearly output for the period 1980-1990 is ： 
1) Cheung Kong (Holdings) Limited 
2) Sun Hung Kai Real Estate Agency Limited 
3) Henderson Land Development Co. Ltd 
4) Si no RealLy & Enterprise Ltd. 
5) Hutchison Whainpoa 
6) Hang Lung Development Co. Ltd. 
7) Now World Development Co. Ltd. 
8) Jlong Kong & Kowloon Wharf 
9) Lai Sun Real Estate Agency Limited 
I 
1 
The approximate market share is shown in Figure 2.6. 
/\Others X 
� 
Fig, 2*6 Market Share Distribution of the Major Developers 






As is t y p i c a l of an o l i g o p o l y m a r k e t , c o m p e t i t i o n in the 
property industry is vigorous, but not really in the area of price. 
Competition, of course, comes mostly in product differentiation and 
*image* factors. 
» 
T h e r i v a l f i r m s h a v e s itni 1 iar c o s t s t r u c t u r e s . P r i c e 
elasticity is high, particularly in the lower-end product range. 
D e f i n e d by these p a r a m e t e r s , p r i c e is e s s e n t i a l l y set t h r o u g h 
*barometric price leadership,丄，that is, what any one company believes 
the market will bear when it has something to sell. The developer 
with new units to sell would assimilate changes in demand and supply 
conditions to determine an optimal selling price whereby the maximum 
consumer surplus is reaped and short-run profit is maximized. 
It is noteworthy to mention that *consumer loyalty* is low and 
brand name advantage is minimal. The larger profits of the dominant 
firms are mainly due to a larger physical output. 
J 





Competitive Strategy of 
Rival Firms 
In the recent five years, there has been an observable trend in 
the marketing focus of the major developers. Product differentiation 
strategy has been widely adopted in an attempt to create more worth 
for the same price, the <value added* notion. Some of the things that 
have been done include: 
1) Improved material finishes； 
2) Additional household items provided without extra charge; 
3) Improved management and maintenance provisions. 
These differentiated product attributes are essentially short-
lived and quickly imitated by rival firms. After five years of 
exhaustive competition, the novel features have been assimilated as 
basic provisions and now no longer can hardly command a price premium. 
The improved product merely reflects a rise in living standards and 
this is inevitably passed on to the consumer through higher prices. 
•v 
I 番 清 中 文 大 學 因 當 体 栽 當 i 
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CHAPTER III 
IDENTIFICATION OF THE UNSERVED 
MARKET NICHE 
The previous chapters have analysed the property market context 
and have suggested that a differentiation strategy is unlikely to 
ensure a sustained competitive advantage； winning market shares from 
competitors to increase profit seems unrealistic. 
Housing supply in Hong Kong is provided by two sources, public 
and private. The previous discussions have concentrated on the 
private sector scenario. Government intervention started in 1953. In 
ij 
that year, a disastrous fire in the Shek Kip Mei squatter areas 
rendered thousands homeless. This social catastrophe alerted the 
government and since then, provisions of low cost housing have become 
a major social role of the government. In 1987, the Long Term Housing 
Strategy (LTHS) was approved. LTHS resulted from a complete review of 
government's housing policies and is aimed at a more demarcated 




Underlying objectives of this policy are: 
1) To ensure that adequate housing at an affordable price or 
rent is available to all households; and 
2) To p r o m o t e and s a t i s f y the g r o w i n g d e m a n d for home 
purchase. 
Government housing is grouped into two broad categories, rental 
and HOS/PSPS. 
Rental 
As t h e n a m e i m p l i e s , r e n t a l e s t a t e s a r e for r e n t w i t h 
the government as landlord. In setting rents for domestic premises, 
the government places emphasis on (affordability，, and in any event 
aims to keep rent w i t h i n 15% of the m e d i a n income of t e n a n t -
households. 
In 1988, the Housing Subsidy Policy was enforced to reduce 
subsidies to better-off tenants. Under this policy, tenants who have 
been living in public housing for over 10 years and whose household 
income exceeds the Subsidy Income Limit are required to pay double 
net rent plus rates. This is aimed at encouraging existing tenants to 
purchase HOS/PSPS flats or accept a Home Purchase Loan. 
The Home P u r c h a s e Loan S c h e m e is a form of a s s i s t e d home 
purchase. When introduced in 1988, it gave rental estate tenants the 
option of interest-free loans to help them to buy flats in the private 





The savings in rental flats can then be re-allocated to a c c o m o d a t e 
families in need of rental housing. This scheme was poorly received 
due to the sharp escalation in private sector prices. To alleviate 
the pressing demand for HOS/PSPS, the government has recently extended 
eligibility of this scheme to households in the private sector. 
H O S / P S P S 
U n d e r the H o m e O w n e r s h i p S c h e m e ( H O S ) , f l a t s a r e 
built by government, using a range of standard designs, and sold to 
two target groups. One category includes tenants of rental estates 
and other potential tenants affected by clearances and redevelopment 
p r o g r a m m e , and junior civil s e r v a n t s . The o t h e r c a t e g o r y is 
households from the private sector. The criteria for the latter 
category are that they may not own any domestic property and are 
subject to an income limit. 
Flats are sold in lots three times a year. The first priority 
group consisting of tenants affected by redevelopment and clearances. 
The second priority group includes prospective tenants eligible for 
rental housing. After the demand from these two groups is satisfied, 
the remaining flats are sold, in equal proportions, to private sector 





The Private Sector Participation Scheme (PSPS) is executed by 
private sector developers on land sold to them by government and is 
s u b j e c t to c o n d i t i o n s on f l a t n u m b e r s , s i z e s a n d s t a n d a r d s . 
Government gives the developer a guaranteed price for each flat. 
Construction progress is monitored by government, and flats are sold 
at discounted prices as in the HOS. 
Generally, both HOS and PSPS are sold at 25% to 40% below 
market value depending on market conditions, so as to reach the lower 
middle-income target group. 
Supply and Demand of 
T h e 1 9 8 8 - 8 9 r e v i e w of h o u s i n g d e m a n d a n d s u p p l y 
concluded that 912,000 new flats would be required between 1988-89 and 
2000-01. Of these, 300,000 units (33%) would be required in the 
public rental sector, 227,000 units (25%) in HOS/PSPS and 385,000 
units (42%) in the private sector.^ 
Constrained by statutory planning delays, human resources 
shortage and lack of available funds, the government has projected 
that shortfall in HOS flat supply to 2001 would be over 90,000. A 
comparison of production against housing strategy targets is shown in 
Figure 3.1. 
— J 




Average Annual Targets 
60 000' 
20000- / Z X X Z O u\ V 
jIJL/乙—么-么-一么 ^ ^ 
91 92 93 94 95 96 97 98 99 2000 
Fig. 3,1 Comparison of Production^Against 
Housing Strategy Targets 
THE COST-FOCUS APPROACH 
From the above analysis, it is noted that an unserved market 
segment may be identified. In these low income households, housing 
demand exceeds supply. The M o c u s ' (segmentation) marketing strategy 
is therefore appropriate to expand the total market. To serve this 
low income market niche, the oxislirig product line is extended to 
include a low price iLem al the entry p o i n t . To m a i n t a i n this 
expanded market s h a r e , it is e s s e n t i a l to inhibit the en t r y of 
competitors. Confined by the low price constraint, profit could only 
2 
be achieved by lowering cost structure. This (cost-focus, approach 
has an added advantage in that a penetration price could be set to 
enhance promotion. Further, the low price can also act as a limit 
factor to bar or inhibit e n t r y . The goal is long range p r o f i t 
maximization. 
J 
Hong Kong Housing Authority. Annual .Report. 1989. 




To f o r m u l a t e a p r o d u c t q u a l i t y a n d p r i c e s t r a t e g y , a 
market survey was conducted for our project. The details of this 
research are outlined in Appendix I and the results are summarized 
below. 
O b j e c t i v e 
To investigate the financial ability and housing requirements 
of the low income group. Here, the low income group is characterised 
as earning HK$164,000 p.a. household income. 
Sampling Method 
A q u e s t i o n n a i r e w a s p r e p a r e d and d i s t r i b u t e d to a r a n d o m 
sample of 800 residents in the following public housing estates: 
1) Ap Lei Chau (Hong Kong Island) 
2) Lei Tung (Hong Kong Island) 
3) Ngau Tau Kok (Kowloon East) 
4) Wang Tau Horn (Kowloon Central) 
5) Pak Tin (Kowloon West) 





A f t e r a n a l y s i n g t h e r e t u r n e d r e s p o n s e s , t h e f o l l o w i n g 
conclusions emerge. 
1) Demographics 
Family Size 2-6 
Education Level Low (Parents) 
Secondary to Tertiary (Children) 
2) Financial Ability 
Household Income HK$164,000 p.a. 
Affordable Monthly Expenses for Housing HK$ 5,500 p.m. 
Affordable Initial Capita丄 HK$ 50,000 
3) Housing Development Attributes 
The following criteria are identified, which are considered 
to be of major importance in the purchase decision of 
private housing : 
a) Preference for private sector housing due to perceived 
better social status 
b) Traffic convenience 
c) Provision of sufficient recreational facilities 
d) Good and reputable management services 
e) Integrated commercial complex 
f) Good maintenance services 
g) Good external appearance 
S u r p r i s i n g l y , internal f i t t i n g - o u t and p r o v i s i o n of 
consumer premium are found to be relatively unimportant in 





Cost and Price Analysis 
From an analysis of the financial ability of our target market, 
it is noted that on average, they can afford to pay roughly $5,500 
p,m, and HK$50,000 as an initial capital outlay for down payment. 
Assuming that the interest rate is 10% and the mortgage period is 20 
years, we found that the amount they are able to borrow can be up to 
$570,000. This, together with the downpayment would give a total 
affordable price of the building to be approximately $620,000. 
According to the results of our survey, units with the greatest 
demand are those of sizes ranging from 500 to 700 square feet, say an 
average of 600 square feet. With this assumption, the affordable price 
of the flat will be approximately $1,040 per square foot. 
The following data (Cost per square foot) were released by 
Cheung Kong (Holdings) Limited during a press release in January, 
1990^ : 
J 
Honft Kong Economic Xiffles• 17th January,1990. 
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Project Land Construction Interest Total 
Laguna City 309 386 151 846 
Sceneway Garden 212 567 149 928 
Tin Shui Wai 198 352 112 662 
Figure 4,1 Construction Cost of Major Projects of Cheung Kong 
(Units in dollars per square foot) 
As can be seen from the above, Tin Shui Wai Project is the 
cheapest because it has both low land cost and low construction cost. 
Moreover, at present, the finishing materials of the Tin Shui Wai 
Project is far better than the standard of a lot of private sector 
development in the market. Consequently, we feel that even if the 
finishing materials are of better standard than the HOS Scheme, the 
2 
construction cost can be reduced to approximately $320/ft . This, 
2 2 
together with a land cost of $198/ft and an interest of $105/ft , 
2 
gives a total construction cost of $623/ft . 
2 
Thus, given the price of $1,040/ft , a rough estimate of the 
prof it per square foot is given by: 
$1040 - $623 = $417. 
This is not as profitable as other projects of Cheung Kong, 
but since this target market is a new market share, the profit is in 
addition to the profit which the company would normally obtain. This, 




Acquisition of Land 
The first step in the implementation of this strategy is to 
acquire a piece of land with very low cost. This is essential to the 
success of the project because this will be the major cost factor. 
One possible way is to negotiate with government to obtain the land. 
From previous chapters, it has been clearly indicated that 
government would like to have these low-income people purchasing their 
own flats. Thus, a reputable private developer, like Cheung Kong, may 
be a potential company which can pursuade government to grant land at 
a low cost to develop housing for this market segment. Actually, 
there are precedents for Cheung Kong obtaining low-cost land from 
government. For example, in the Tin Shut Wai Development, land was 
sold to Cheung Kong at a price of $198 per square foot and such action 
was an act of a private developer to assist government to construct 
new towns. 
Consequently, if agreeable conditions between government and 
Cheung Kong can be arrived at to control the sales conditions of such 
flats, we feel that there is a strong chance that Cheung Kong will be 
able to acquire such land. We feel that such control conditions could 
be similiar to those of the HOS Scheme, e.g., on selling price, and 
control of the duration to be elapsed before re-sale of the flats is 
allowed, so that the flats will be purchased only by genuine end-
users. 
V 





A case study was made on the marketing strategies adopted in 
Sceneway Garden, a successful large-scale development of Cheung Kong. 
The details of such case study is outlined in Appendix II. Based on 
the results of such case study and the market survey, the following 
set of marketing strategies is proposed. 
Product Strategy 
Product Differentiation 
Since there are often great limitations in the alterations of 
the product at a late stage, product differentiation has often been 
made during the initial planning stage. Under normal circumstances, 
customers are willing to pay more when the developers differentiate 
their products. However, since we are now aiming for a lower-end 
product, there should not be extensive product differentiation. 
Provisions of the HOS Scheme will be used as the base on which product 
differentiation will be developed. From the results of the survey, it 




1) Establish this kind of development as Cheung Kong's entry-
level product for the low-income group. In their next 
purchase of Cheung Kong's higher-end product, they will be 
granted a certain amount of discount if they are purchasing 
it for their own use. 
2) Well maintained public areas, e.g., corridors, open spaces, 
lifts, lift lobbies, etc. 
3) M a x i m i z e the a m o u n t of open s p a c e s and r e c r e a t i o n a l 
facilities 丨 
4) Good external appearance 
5) Provision of well-organised commercial complex 
Moreover, it is further proposed that constant reviews should 
be done to cater for the ever-changing consumer needs. One way of 
doing this is to build the sample flat well in advance of sales and to 
study the response of the end-user after viewing the sample flats. 
Such r e s p o n s e s can then be taken into c o n s i d e r a t i o n in m i n o r 
modification of the product as well as in planning of future projects. 
Quality 
The fact that we are aiming for a lower-end product in our 
company does not mean that the product is of inferior quality. We are 
only reducing the provisions of the project to its bare minimum but we 
still maintain good workmanship for such provisions. For example, 
well-laid marble and ceramic wall tiles can both look good, but marble 
will be used for higher-end products whereas ceramic wall tiles will 




The product itself should be properly managed by a responsible 
property management company, possibly a subsidiary of Cheung Kong, 
after handover of the premises to the end-users. The aim should be 
towards good control in the following areas : 
1) Security Control 
This can be achieved by better illumination in the hallway, 
provision of patrol station at the ground floor lift lobby 
of residential towers and a 24-hour safety patrol. 
2) Environmental Control 
Control should be exercised to prevent erection of illegal 
structures, extensions, advertisements, signboards, etc. in 
the public areas. Moreover, regular check-ups should be 
done to p r e v e n t the use of the p r e m i s e s for vice and 
p o r n o g r a p h i c p u r p o s e s as w e l l as u n a u t h o r i s e d 
establishments such as workshops and hazardous trades. 
Maintenance 
P r o p e r m a i n t e n a n c e a n d r e p a i r w o r k s h o u l d be p r o v i d e d 
by the same property management company alluded to above so as to 
prevent deterioration and to maintain the good appearance of the 
development. Examples include regular check-ups of public utilities 





S i n c e t h e p r o d u c t w i l l be d e s i g n e d w i t h a s t a n d a r d of 
provisions slightly above that of the HOS Scheme, its price will also 
be determined with the price of the HOS Scheme as a base. The exact 
amount of markup will depend on several factors, namely, 
1) Neighbourhood effect; 
2) Location of property; 
3) Amenities provided; 
4) View and floor level of particular unit; and 
5) Supply situation of other similar residential housing 
accommodation in the nearby neighbourhood 
Thus, different prices may be charged for units of different 
sizes, layout, view and/or orientations. However, the basic principle 
is that the price will be determined with an aim that it will be 
affordable by the people in the target market. 
Reduction in Construction Cost 
In o r d e r to m a i n t a i n a h i g h p r o f i t m a r g i n , t h e 
construction cost should be carefully monitored and controlled. This 





1) Good Project Management during Construction 
During construction, the company has a good and established 
project management team to provide time and budgetary 
control. In this way, the construction cost can be kept to 
as close as possible to the original estimate. Moreover, 
the development can be completed on time to prevent wastage 
of extra interest investment, 
2) Standardized and Simplified Building Design 
By making the design of the building more standardized and 
simplified, construction costs and time will be saved and 
t h i s w i l l l e a d to h i g h e r p r o f i t m a r g i n w i t h o u t 
deterioration in the quality of the building. 
3) Economies of Scale 
Since the project under consideration is of very large 
scale, considerable economies of scale can be achieved by 
purchasing huge volumes of building materials at a special 
discount price. 
4) Minimum Provisioning of Facilities 
According to our survey, customers do not have a strong 
preference for interior fitting-out. Consequently, care 
must be taken to reduce these items to the bare minimum and 






The end-user is usually cautious and likes to compare. Since 
the decision to buy a flat is a major one, it is often only made at a 
time of need or when an acute situation has arisen, such as change in 
family size, change in conditions of his current place of residence, 
etc. Thus, in order to stimulate demand, an 《exciting, atmosphere 
should be created. 
One way of doing this is by the selling of units at different 
stages and raising the sale price of the premises of each phase each 
time. This incremental pricing strategy can produce the psychological 
effect of pushing people to purchase flats as soon as possible. 
Moreover, by such strategy, read:ions of the market can be tested so 
that price and quality of units to be sold in later phases can be 
determined. Once the concept of ‘ it will be more expensive in later 
p h a s e s ‘ is d e v e l o p e d , the c o n s u m e r will be p u r s u a d e d to make 
commitments earlier. 
O i f l t x i M t i Q I L 吞:tej^S： 
The product under discussion is different from other consumer 
g o o d s in t h a t it is a t t a c h e d to t h e land a n d is i m m o v a b l e . 
Consequently, the techniques of placing the products as well as the 
channels of distribution are totally different. There are a lot of 
restrictions in distribution chaimeLs, e.g., hours of operation, and 






Improvements in EyigjJji名—DLgtr—i—bJ^tjgR—Qtom^Ig 
U s u a l l y , sales o f f i c e s are set up at the head o f f i c e in 
C e n t r a l D i s t r i c t as w e l l as on s i t e to a c t as c h a n n e l s of 
distribution. These channels have the problem of short opening hours 
and remoteness of the site from the head office. The following 
methods are proposed to solve such problems: 
A) Extended Opening Hours 
At p r e s e n t , the o p e n i n g hours of the head o f f i c e are 
restricted to office hours only. Therefore, it is very 
inconvenient, especially to members of the target market 
who have to work hard during office hours. Consequently, 
it is proposed that the opening hours of the sales office 
be modified to cater for such consumer needs, e.g., from 1 
p.m. to 10 p.m. during weekdays and 9 a.m. to 5 p.m. on 
Sundays. 
B) Free Transportation to Site 
The site to be agreed with Government will be near New 
T o w n s and h e n c e w i l l n o r m a l l y be r a t h e r r e m o t e . 
Consequently, it is proposed that free transportation be 
provided to carry potential customers to site for viewing. 
Creation of Pis trie t—五s^L^s — 经 
District Sales Offices can be set up at various potential market 




real estate development is displayed in such offices so that the 
potential customer can make enquiries and purchase at his convenience. 
Although this proposal requires a large capital investment, it may 
still be justified because it will also benefit other higher-end 
products of the company. Such offices should again have long working 
hours and weekend services to provide extra convenience to customers. 
Pro5[！!PtiOJL S t r a t e g y 
For s u c h a l o w - e n d p r o d u c t , m o r e d i r e c t and i n e x p e n s i v e 
advertising methods should be used, such as newspaper advertisements, 
newsletters and posters to housing estates accommodating potential 
customers. If these methods are well planned in a comprehensive 
advertising campaign, the overall effect can be greatly enhanced. For 
example, the newspaper advertising would be focused around the week of 
sales launch whereas posters and newsletters would be used at random 
intervals one or two months before the sales launch. At other times, 
o c c a s i o n a l p r e s s r e l e a s e s h o u l d a l s o be u t i l i s e d to c r e a t e 
w o r d - o f - m o u t h e f f e c t so t h a t p e o p l e s t a r t t a l k i n g a b o u t t h e 
d e v e l o p m e n t a n d b e c o m e a w a r e of t h e d e v e l o p m e n t . 
M o r e o v e r , on completion of such low-cost h o u s i n g , continual 
promotion strategy can be exercised to encourage occupants of such 
low-cost housing to trade-up towards the higher-end products of the 
company. This may again be in the form of mailed pamphlets or display 






H o n g K o n g , with a p o p u l a t i o n of close to six mill i o n and 
chronic shortage of developable land, faces a relentless demand for 
housing and is a unique market for residential property. 
The recent decades witnessed significant changes in Hong Kong*s 
socio-economic structure, reflected in increased domestic mobility and 
higher standards of living. The expanding and increasingly affluent 
middle class expects higher quality finishes, facilities, location and 
view for smaller flat u n i t s and this r e d e f i n e d the t r a d i t i o n a l 
classification of luxury residential accommodation in the territory. 
In response to this, property developers have channelled their energy 
to construct accommodation targeted specifically at this market sector 
endeavouring to meet their increasingly sophisticated demand by 
building smaller units to luxury standards. To achieve competitive 
advantage, product differentiation has been widely adopted by the 
developers. Success in each is indeed short-lived as the new product 
attributes are quickly imitated by rival firms. This perceived 
homogeneity precludes consumer loyalty. 
39 
To seek short-run profit maximization, property developers have 
thus far focused only on the affluent market sectors and provision for 
the poor is left to become a social burden of the government. Today 
the g o v e r n m e n t c o n t r i b u t e s over 50% of total housing p r o v i s i o n , 
building for both rental and sales purposes. The primary objective of 
the public housing policy aims at * a f f o r d a b i l i t y , . In the p r i v a t e 
s e c t o r , e x p e n d i t u r e on housing reaches 60% of total income for the 
middle income group in 1990. In our l a i s s e z - f a i r e e c o n o m y , the 
f u n d a m e n t a l f a c t o r s of o v e r w h e l m i n g d e m a n d , e x p a n d i n g e c o n o m i c 
mobility and a g g r e s s i v e bank m o r t g a g e p o l i c i e s have c o n t r i b u t e d to 
intense s p e c u l a t i v e a c t i v i t i e s in the r e s i d e n t i a l m a r k e t . Thus 
genuine home buyers are forced to pay substantial premium over fair 
market prices. The controversial Laguna City fracas in May 1990 has 
brought into sharp focus the problems facing private sector developers 
building to meet the demand of the domestic housing market. 
In strive for long-term profit maximization and with due respect 
towards the moral obligations and social responsibility as being the 
dominant property d e v e l o p e r , it is p r o p o s e d 七 h a七 C h e u n g Kong could 
adopt a cost-focus competitive strategy. The aim is to explore the 
low income market with a low cost approach. Through maintaining a low 
cost function in the production of these low markup housing, Cheung 
Kong could achieve a reasonable profit margin while deterring rival 
entry. Profit is maximized in the long-run for it is observed that 
rising incomes and a d d i t i o n a l savings have b r o u g h t first-time home 
purchasers within reach of an ever-expanding sector of the Hong Kong 
V 
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population, while trading up to upgrade their living environment has 
p r o v e n p o p u l a r a m o n g e x i s t i n g home o w n e r s . By g i v i n g d i s c o u n t 
concessions in subsequent purchases of the higher range flats, this 
would have a favourable dual effect in encouraging trading up and 
instilling consumer loyalty. By expanding the market served into 
the low income g r o u p and i m p l e m e n t i n g a d i s c r i m i n a t i n g m a r k u p 
strategy, part of the profit from the higher end expensive homes is 
used to subsidize and support the low end housing. In so doing, 
C h e u n g K o n g w o u l d h a v e r e s p o n d e d to t h e s o c i a l p r e s s u r e b y 
contributing towards equitable distribution of income. 
Cheung Kong has successfully faced the challenges of the past 
decades, rising to its present prominent status in the Hong Kong 
economy. It has braved the tides of change and with equally confident 




得驟書 /”、’‘乂 " W 二’ ‘ , / . 
4‘、々 i) r 4 如、 ^  M\ 、 
n 〕 ’ f?:;v,、、…’ V …… ….、.,.•. ：： „ … , 
々 r 广 广 會 b ; … ‘ . . ： ： . ’ ..:.• 41 
专、〜於 、, V .f , ‘ . 
C 1 4 t 〕、《 4 、 . . - ......-,- -
〜、岁 、 旁 ， ‘ r ‘ I I 
汽 > • . “ . . ‘ 
‘ ^ � • . , -
• 、 、 . ： - - . • . ’ . ： ； . . . ’ • . • • . . - . ： • • •• • • • I • ‘ .. • - • , . .  ) . • . . 
、 • - ： . I - • .. , - • ‘ 
1。 « •'. • 
• 】.、 •..,.... ； ..... -•：.. .. • •  . . - • . , • . ‘ ... . — .. … -‘ - •. 
- • ‘ ‘ . 
r ‘ _. -
： • ： . … • - , . , - • . 
• • . . . . • 
. .• .. • 1 . 
- 丨- - ——.-.- ^ ‘ 
‘：.. 、 ； - , 
.. . , ... 乂 . ‘ 丨. 
� . … . 
• . ‘ • 
• . . . • • . • 、 厂 . 
. • -- - • 
APPENDIX 
- •丫 . ‘ -、 
• • 、？ 
• < 
... , .’.，，• •‘ ••(和’ “•“ .. V ..--,• . “ t .‘ ... .....、—— .... • 
..、:•卜….....…、.：:、：.1 ： . 
.钟.  . . • 
. - . , . , . - � • • • • . — . ... ‘ .,： ,. . . f . •: . V • • ‘ - •  ‘ J. ,,. ‘. •• • . i/f'："；"^-'?- Mi,； - :: . . . , ； _ , . _ 
• . V .“ - ‘ , 
、 ！ .. . , ‘ , • 
s^K,'...‘...—： ： , ... ..... - • ... . . . . - , 
M 、 … • ： V .... . ： ... . . 、.. I.、, , . ： ‘ 
« » . J ‘ I A r 、 .- • ’ . . ， ， . . ， — — • 
‘ V ' " ” ' . , … . “ • . ‘ , , ： . ： . . j .. ； 
I > v.»r r I , 、.-.. ., • •‘ . • - Z ！ V :;、！ ^ ^  ” • 
K r W 心 - . ‘ …’、 ‘ 、 , 
扣 V " - . ； . ‘ ： 
‘ ？ 你 I 》 辟 : : : 轮 概 来 ： “ 、 、 ： ’ . ‘ 入 ^ , “ 、 ； ；^： 




A MARKET SURVEY ON THE 
BUYER BEHAVIOUR OF 
PRIVATE HOUSING 
Background 
According to the analysis in Chapters 2 and 3, an unserved 
market segment has been identified in which the housing demand exceeds 
s u p p l y . A m a r k e t s u r v e y w a s t h u s c o n d u c t e d to a n a l y s e t h e 
characteristics regarding the buyer behaviour of the target market 
before the formulation of the marketing strategies. 
The main purpose of the study is to investigate the financial 
ability and housing requirement of the low-income group. This was a 
field study because it examined attitudes and behaviour of people in 
the natural environment. Variables were neither controlled nor manip-
ulated. There had not been any artificial setting and there was no 
researcher interference. The data of the research had been collected 
within six weeks time and so the study was cross-sectional in nature. 
The unit of analysis for the survey was each individual household. 
V 
4 3 
Population and Sample 
Population 
Since a cost-focus approach would be adopted to provide low-
cost housing, our target population would be the low-income group who 
has the intention and initiative to purchase a flat, provided that the 
problem of financial affordability is overcome. 
Sampling and Collection Method 
One typical example of our target population is the group of 
people living in low-cost rental housing estates of the Housing 
Authority. In fact, when the Housing Authority implemented the HOS 
and PSPS Schemes, this group of people was their major target market. 
Consequently, people living in such rental housing estates would 
provide a good sampling framework for our market survey. A stratified 
random sampling method^ had thus been adopted, which involved a 
pr o c e s s of s t r a t i f i c a t i o n or s e g m e n t a t i o n , f o l l o w e d by random 
selection of subjects for the strata. 
Six rental housing estates in various parts of Hong Kong were 
first randomly selected, namely: 
1) Ap Lei Chau (Hong Kong Island) 
2) Lei Tung (Hong Kong Island) 
3) Ngau Tau Kok (Kowloon East) 
4) Wang Tau Horn (Kowloon Central) 
5) Pak Tin (Kowloon West) 
6) Tai Yuen (New Territories) 
1 




Questionaires were then prepared and randomly distributed by 
mail to occupants of such rental units. It was aimed to obtain a 
minimum of 30 questionaires from each estate. Thus, based on the 
assumption of 20% to 25% return r a t e， w e should issue 120 to 150 
questionaires to each estate. Consequently, 135 questionaires were 




The language chosen for the questionaire is Chinese, so as to 
achieve better communication with the respondents. Moreover, the 
educational level of the respondents is unknown and so the usage of 
their native language is more appropriate. 
Format 
In o r d e r to h a v e m a x i m u m r e s p o n s e , t h e f o r m a t of t h e 
questionaire is towards a (short, simple, easy to read and easy to 
respond, approach. There are basically six questions and they have 
been well structured to suit our research purposes. 
Qiif^Rtionaire Content 
A sample of the Chinese questionaire (together with the English 






























• 購買樓宇居彳主 （請丨罐續回答第2題） 
•留在現時的“租住公屋”居住（請回答第 6題， 





• 購買私人樓宇 （請繼續回答第3至6題） 
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/—NO ‘ _ •-
重要的5項，並在第一棚的方'格內加上 
. ‘ . 
請在選中項目旁 請把選中的5項排列名次 
的方格加上r/lj」符號 (1爲最重要• 5爲ft不重要} 
•較佳白勾示土會型像及地位 • • 
•交通較爲方便 • 口 
•較美翟見白勺外型言妥計 • 口 
•較佳白勺室內iMIii_ 0 口 
•有相連白勺貝冓物商場 • 0 
•較充足的康樂設:61S • • 
女•王求IIA、才E® 
•較完善白勺管王里月E務 • 0 
•較完善的維修服務 • • 
•育旨即KSi串交f圭白勺景it®， • 0 . 
如；海景、才S園 • 
•串交圭白勾向 N 口 
•單位間格較爲合適 口 口 
• M T I 白 勾 串 交 0 口 
•私人發展商的信譽較好 • • 
•隨樓宇附送較多物品 • • 
如熱水爐、鐡間等 . 
, 3②請把在 3①題選出的 5個項目排列次序，（ 1爲最丨 












4 ® 每月供樓白勺開支 
• $ 2,000 或以下 • $ 5.500 
• $ 2 .500 • $ 6 .000 
• $ 3,000 • $ 6,500 
• - $ 3.500 • $ 7,000 
• $ 4 , 0 0 0 • $ 7 , 5 0 0 
• $ 4.500 • $ 8,000 
• $ 5.000 • $ 8.000 以上 
4 ② 買 樓 首 期 的 開 支 
• $ 10,000 或以下 • $ 55.000 
• $ 15.000 • $ 60.000 
• $ 20 ,000 • $ 6 6 , 0 0 0 
• $ 25.000 • $ 70,000 
• $ 30,000 • $ 75.000 
• $ 35.000 • $ 80.000 
• $ 40.000 • $ 85,000 
• $ 4 5 . 0 0 0 • $ 90.000 








, 、 • 9 0 0 平 方 英 D 尺 以 上 
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： iC3I] 3 0 — 3 9 歲 
I 
• 9歲以下 • 40—49 
• 1 0 — 1 9 • 5 0 — 5 9 
• 2 0 — 2 9 • 6 0 — 6 9 
• 3 0 — 3 9 • 7 0 歲 以 上 





. 小 學 或 以 下 中 學 或 預 科 裏 上 學 院 、 理 工 或 大 學 




9歲以下 • • 口 
10—19 • 口 口 
20—29 • 口 口 
30—39 • 口 • . 丨 
40—49 • 口 • . 
50—59 • • • ‘ 
60—69 • 口 • , 




• $ 11 0,000或以下 
• $ 1 10,001 至 $ 130,000 
• $ 130.001 m $ 150.000 
• $ 150,001 至 $ 170.000 
• $ 170,001 至 $ 190,000 
• $ 190.001 至 $ 210,000 
• $ 210,001 至 $ 230,000 
• $ 2 3 0 , 0 0 1或以上 
一多謝合！ 一 
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Figure A1.2 English Version of Questionaire 
(T 
A MARKET SURVEY ON THE 
BUYER BEHAVIOUR OF 
PRIVATE HOUSING 
Dear Occupant, 
We a r e s t u d e n t s of t h e T h r e e Y e a r M a s t e r of B u s i n e s s 
Administration Programme of the Chinese University of Hong Kong. At 
present, we are doing a market survey on the buyer behaviour of 
private housing in Hong Kong. The purpose of such survey is to find 
out what are the major determinant factors in the buying decision of 
private housing. This questionaire is very simple ； for most of the 
questions, you just have to select and tick the appropriate answer. 
Y o u do n o t h a v e to p u t y o u r n a m e a n d a d d r e s s on t h e 
questionaire. However, in order to assist us in our overall analysis, 
we hope that you can provide some demographical data of your household 
at the end of the questionaire (Question 6). Moreover, we hope that 
you would return your completed questionaire with our enclosed stamped 
envelope within 5 days upon receipt. All information provided by you 
will be kept strictly confidential. 
Thank you for your co-operation. 
ij 
David Mok and Alice Dai 
Students of Three Year MBA Programme 
Chinese University of Hong Kong 
秦 
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Please complete the following questionaire: 
1. Assume that you are affordable to purchase a flat, will you buy 
one rather than continue to live in your present rented flat ？ 
Purchase a flat (please continue with question 2) 
“ Continue to live in present rented flat 
o (please go to question 6， questions 2 to 5 can be omitted) 
2. Assume that you are affordable to purchase private housing, 
will you prefer to purchase private housing rather than public 
housing ？ 
Note : Public housing means 'Home Ownership Scheme and 
*Private Sector Participation Scheme*. 
Prefer private housing 
(please continue with questions 3 to 6) 
Prefer public housing 
(please go to question 6, questions 3 to 5 can be omitted) 
3. Buyer Behaviour of Private Housing 
3.1 The following are some of the suggested reasons for your 
preference on private housing. 
Please tick the five most important ones in the first column. 
Choice Ranking 
* Better Social Status 
本 Traffic Convenience 
氺 Good External Appearance 
* Better Internal *Fitting-Out, 
本 Integrated Commercial Complex 
本 Sufficient Recreational Facilities, 
e.g., Football Fields, Playgrounds 
本 Better Management Facilities 
* Better Maintenance 
* Better View from Flat 
* Better Orientation of Unit 
本 Better Layout of Flats 
* Better Efficiency of Flats 
* Goodwill of Developer 
* Provision of Consumer Premium, 
e.g., Water Heater， Metal Gates 
3.2 Of the five items selected in question 3.1, please indicate 
order of preference in the second column above. 
(1 is the most important and 5 is the least important) 
3.3 If you have other more important reasons not indicated above, 
please outline in the following blank space. 
» 
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4. Please estimate the amount of money you will allow for housing 
• expenses. (Please tick the most preferred figure) 
4.1 Affordable Monthly Expenses for Housing 
— $ 2 , 0 0 0 or under $5,500 
二— $ 2 , 5 0 0 $ 6 , 0 0 0 
J $3,000 $6,500 一 $3 500 ——$7,000 
二 $4,000 一 ll^lll 
$4,500 $8,_ 
$5,000 ——卵,000 or over 
4.2 Affordable Initial Capital 
$10,000 or under $55,000 
— — $ 1 5 , 0 0 0 -——$60,000 
二 $20,000 ——$65,000 
$25,000 $70,000 
$30,000 $75,000 
‘ $35,000 $80,000 
$40,000 $85,000 
一 $45,000 ——一 $90,000 
I Z ： $50,000 — — $90,000 or over 
5. Please indicate the size of flat you will most prefer. 
under 300 square feet 
3 1 1 300 to 500 square feet 
500 to 700 square feet 
700 to 900 square feet 
over 900 square feet 
6. Demographics 
6.1 Please state the number of people living in your unit. 
6.2 Age of Household 
Please indicate the number of household members in the 
following age group. For example, if you have 4 members, with 
age between '30-39', please put M , near the group *30-39*. 
9 or under 40 - 49 
= 1 0 - 19 ——50 - 59 
20 - 29 60 - 69 






6.3 Please indicate the education level of your household. 
For example, if among the 4 members of household in the age 
group * 30-39' , 3 are of secondary education and 1 of tertiary 
education, please enter the numbers as follows: 
30-39 




or above _ 1 _ 
0-9 10-19 20-29 30-39 40-49 50-59 60-69 70± 





6.4 Household Income 
Please indicate the total household income of M members of 
your family per anniijn, 
$110,000 or under 一 $170,001 to $190,000 
——$110,001 to $130,000 一 $190,001 to 
一―$130,001 to $150,000 一 $210,001 to $230,000 
$150,001 to $170,000 $230,000 or over 





A summary of the purposes of the questions in the questionaire 
is outlined in Figure A1.3 below: 
Question Purposes 
Q.l and Q.2 Segmentation question to identify whether the 
household receiving the questionaire belongs to 
丄 o u r target market 
Identification of important factors affecting 
the purchase of a flat 
Q,4 Identification of financial capability of the 
potential purchaser 
Q,5 Identification of the most favourable flat size 
Q, 6 Demographic survey 
Figure A1.3 Purposes of Questions in Questionaire 
Question 3 is the most important question and considerable care 
has been taken in its formulation. One of the authors is a project 
manager and the other is an architect. Unstructured surveys have been 
done by both authors in the respective professional fields so as to 
obtain expert opinions from architects and project managers regarding 
the most important factors leading to the purchase decision of private 
housing in Hong Kong, These unstructured surveys resulted in the 
identification of 14 important reasons which had all been included in 
Question 3 for the members of the sample to make their selection and 
ranking. 
Moreover, we purposely requested the respondent to make a 
selection of the five most important factors. This is because without 
s u c h r e s t r i c t i o n s， t h e r e w o u l d be a s t r o n g t e n d e n c y for t h e 
respondents to select all such factors, thus making the results of our 




A total of 810 questionaires were mailed and 227 questionaires 
were returned, with a respondent rate of 28%. Three questionares were 
incorrectly answered and so only 224 questionaires were analysed, and 
the results were tabulated as follows: 
Q.l D e g j g i g p 一 • ^ f c M f l Living in Rental HousJjlg 
Variable Frequency Percentage 
P u r c h ^ e a Flat 193 86% 
Live in Rental Housing 31 1找 
Total 224 100% 
Q.2_ —JPi：贫f抑PJi? to Purchase Prrvate_ H p u ^ n g 
Variable Frequency P e r c e n t M e 
Prefer Private Housing 185 96% 
Prefer Public Housing 一 • _ 8 — _ 
Total 193 100% 
9U3^l m d J e縣卯 s for Purchase of Private Hpusing 
本 
Selection Rank Rank Rank 
Variable Lrequency. i Q U L i S_cQre (Q3>2) 
Social Status 145 1 434 1 
Traffic Convenience 131 2 414 2 
External Appearance 43 9 112 9 
Internal ，Fitting-Out, 24 11 72 11 
Commercial Complex 81 5 266 5 
Recreational Facilities 121 3 382 3 
Management Facilities 111 4 363 4 
Maintenance Facilities 78 6 245 6 
View 19 12 57 12 
Orientation 13 14 24 13 
Layout of Flats 64 7 175 7 
Efficiency of Flats 45 8 118 8 
Goodwill of Developer 17 13 19 14 
Consumer Premium 33 10 95 10 
Total 185 2,775 
9|e 
Score 5 for Rank 1, Score 4 for Rank 2, Score 3 for Rank 3, Score 2 for Rank 4, 
Score 1 for Rank 5 
秦 
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q.3.3 A d d m o n 止 Rg 明 Qij[fgj!— 
Variable i L ^ e n c z 
Distance of Flat from Workplace 3 
Close to Central Business District 4 
Badwill of Developer 2 
Size of Developer 1 
Prevailing Interest Rate —— 
Total 
Q . 4 , 1 „ „ „ M l O J d L 曲 l e J 卯 E ^ e 叩 明 — f p r J i e n M a g 
36 




• 9 _ 
5 • 5 ^ 
I ; 。 s s 40 45 50 55 60 55 70 75 ^ 
Q>4.2 Affordj^jM Initial C ^ i t M 
25 45 如 55 60 65 70 75 SO 85 SO 
Q 丄 ！ F i 吐 — 
V a r l ^ L e Freguencz 
300 square feet or under 11 
300 to 500 square feet 46 
500 to 700 square feet 102 
700 to 900 square feet 21 












0-9 10-19 20r:29 3 0 - 3 / ^ 4 0 ^ 50-59 60-69 70+ T g t ^ 
Primary or 45 21 11 108 81 54 24 10 354 
SeToillry 0 85 142 65 30 16 8 3 349 
Tertiary n n r^ a 
or above 0 10 25 11 8 2 0 0 56 
Total 45 116 178 184 119 72 32 13 759 
Q.6.4 Total Incpine 








0 WO 120 140 160 180 200 220 240 TOTAL INCOME 
Conclusion 
From Questions 1 and 2, it is noted that there is a strong 
tendency for the occupants of rental housing units to purchase a flat 
(86%). Moreover, there is an even stronger preference for them to 
purchase private housing rather than public housing. 
- ‘ 
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Both Questions 3.1 and 3.2 give almost the same ranking results 
for the factors of p u r c h a s e d e c i s i o n , except for ranks 13 and 14. 
Moreover, the additional reasons listed by the respondents in Question 
3.3 are of very low frequency. Consequently, they are not considered 
to be important as compared with those factors listed in Question 3.1 
and are not taken into consideration in our analysis. 
Thus, based on the results of Question 3， i t is concluded that 
the purchase decision of private housing is basically determined by 
the following factors (in order of p r e f e r e n c e ) : 
1) Perception of Better Social Status 
2) Traffic Convenience 
3) Provision of Sufficient Recreational Facilities 
4) Good and Reputable Management Services 
5) Availability of Integrated Commercial Complex 
6) Good Maintenance Services 
7) Better Layout of Flats 
8) Higher Efficiency of Flats 
9) Good External Appearance 
10) Provision of Consumer Premium 
11) Better Internal 'Fitting-Out' 
12) View from Flats 
13) Orientation of Flats 




When determining the value of affordable housing expenses, we 
feel that the median measure would be an acceptable estimate because 
this gives us the value in which 50% of the members of the target 
group would be affordable. From the results of Question 4.1 and 4.2, 
it is further noted that the median and modal class almost coincides. 
Thus, we conclude that the following values may be used as an estimate 
of the affordable housing expenses of the target group : 
Affordable Monthly Expenses for Housing $5,500 per month 
Affordable Initial Capital $50,000 
From the resul ts in Question 5, it is found that the most 
preferred unit size is from 500 to 700 square feet. Moreover, it is 
also noted that the mean household income of the target group is about 
$164,000 per annum. 
From the results of Question 6.2 and 6.3, we find that there is 
a high proportion of people with rather low education level. They are 
basically located in the *30-49，age group and we think that they are 
mainly the parents in the household. On the other hand, people of age 
group * 10-29' have rather good education level, indicating that the 




A CASE STUDY OF THE 
MARKETING STRATEGIES OF 
SCENEWAY GARDEN 
S c e n e w a y Garden has been a very s u c c e s s f u l large scale 
development of Cheung Kong. Its sales launch started in October 1990, 
and just within a period of six months, 17 blocks of 4,112 units had 
2 
been completely sold with an average sales price of $2,500/ft • 
Although the success of the development is dependent upon a lot of 
factors, it is undeniable that part of such success is due to the 
implementation of a well co-ordinated set of marketing strategies. 
p工gciuct Strategy 
j^ith the increasing consumer requirement nowadays, it is noted 
that what the end-user is really buying is not just the product but an 
^augmented p r o d u c t S u c h product includes the expectation of 
benefits from the ^core product, and the benefits from all that goes 




The product strategies of Sceneway Garden had been developed 
based on such concept, taking into account the following tactics so as 
to achieve an *augmented product': 
1) Product Differentiation, e.g., provision of a lot of 
consumer premium such as entrance gates, window grilles m d 
window type air-condi t loners so as to make the consumer 
foel thai the premium worth more than what they pay for. 
2) Offering Total Living Environment, e.g., provision of 
adequate amenity facilities such as club-house, shopping 
arcade, children's playground and landscape deck. 
3) Quality Improvement, e.g., provision of high quality 
finishes to make the product more attractive. 
4) Proper Management Services. 
5) Good Maintenance Services to prevent deterioration and to 
main Lai 11 the good appearance of the development. 
6) Imagery Improvement, e.g., selection of a name which 
reflects the advanta^?es and quality of the development. 
A 
/ W — \ \ \ ! I \ • 
/y^IMAGERY QUALITY 




In order to make the company more competitive in terms of 
pricing, the following strategies had been adopted in Sceneway Garden: 
1) Reduction in Land Cost by acquisition of land with very 
low land premium cost. 
2) Reduction in Construction Cost through good project 
management during construction, 
3) Incremental Pricing? Strategy by selling of units at 
different stages and raising the sales price of the 
premises of each phase each time. 
Pistributi on Strategy 
Sales O f f i c e s were set up at the head o f f i c e in C e n t r a l 
District as well as on site to act as channels of distribution. Three 
days before the date of the actual sales launch, potential purchasers 
started to queue up at these off ices to obtain a pre-sale voucher. On 
presentation of the I.D. card and a bank draft of $30,000, a pre-sale 
voucher is handed to the potential purchaser. With this voucher, the 
potential purchasers were entitled to purchase a flat on the date of 
the actual sales launch. The aim of such an arrangement was to 
increase the chance of selling the flats to the end-users and to 
prevent the speculators from dominanting the market. 
、 I 香 緣 中 文 大 學 _ 當 作 毅 責 " ] 
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A Comprehensive Promotion Campaign had been adopted in Sceneway 
Garden with the following objective: 
1) to stimulate the consumer's demand and to create an 
exciting atmosphere； 
2) to make sure tliat customers who are interested are well 
informed ahead and their interests for purchases aroused； 
3) to produce a l a s U n g impression over a period of time. 
The Lac Lies of such a campaign is outlined in Figure A2.2 
below, 
“ MONTHS FROM SALES LAUNCH 
PROMOTION TYPES - 7 丨 - 小 5 丨 - 小 3 | " 2 1 2 3 
TV Commercial 下 , 
Newspaper • • • !!!j___ 
i j i i • • L ” 
g Magazine • • 圓圓 
F “ m m m • ^ M M H H 
I MTR/KCR _ • • • m^m^m 
Brochure 
Hoarding I^B ^ ^ ^ ^ ^^^^^^^^ ^ ^ 
Press Conference |i I • • ^ 
cj§ Words of Mouth M H B W i W i M i B B 
夸; • — y 
S^J Exhibition ^ ^ ^ ^ ^ 
Journal W | f^ 、. 




W i t h such a p r o m o t i o n c a m p a i g n , the a b o v e a i m s had b e e n 
successfully achieved and Sceneway Garden had been promoted to be a 
v e r y high p r o f i l e d e v e l o p m e n t . In its last s a l e s l a u n c h , the 
r e m a i n i n g u n i t s of the d e v e l o p m e n t (over 700 u n i t s ) had been 
completely sold within one day, a record regarding sale of residential 
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